
i

CAPITAL ALLOWANCES ACT 2001 (C.2)

EXPLANATORY NOTES: ANNEXES

CONTENTS

ANNEX 1

Change 1 Mining concerns etc. dealt with in section 55 of ICTA and plant and 
machinery allowances: sections 15(1)(f) and 252

Change 2 Expenditure on buildings and structures, etc., which is unaffected by 
exclusions from what can be plant or machinery: section 23(3)

Change 3 Meaning of �caravan�: section 23(5)
Change 4 Demolition costs: section 26(1)(b)
Change 5 Expenditure on thermal insulation, safety measures and double relief: 

section 27(1)(b)
Change 6 Fire safety (Northern Ireland): section 29(5) and (6)
Change 7 Legislation used to determine whether a business is small or medium-

sized for purposes of entitlement to first-year allowances: section 48
Change 8 Allocation of expenditure to pools: section 58
Change 9 More than one disposal event: section 60(3)
Change 10 Disposal value and relevant receipts where plant or machinery used for 

mineral exploration and access is abandoned: sections 61, Table, item 5 
and 402(5)

Change 11 General limit on amount of disposal value: section 62
Change 12 Nil disposal value for certain gifts: section 63(1) and (2)
Change 13 Relief for gifts to educational establishments: section 63(2)
Change 14 Case where no disposal value need be brought into account: section 64
Change 15 Final chargeable periods (and, in particular, final chargeable period for 

special leasing): section 65 (and section 19)
Change 16 Hire-purchase contracts, etc.: section 68(3)
Change 17 Plant or machinery required to be provided under terms of lease: section 

70(2) to (5)
Change 18 Vehicles provided for purposes of employment or office: section 80(2)
Change 19 Long-life assets: monetary limit relief applied to all qualifying activities: 

section 98(1) and (2)
Change 20 Application of 10% rate to pool for expenditure on plant or machinery 

used partly for purposes other than those of the qualifying activity: section 
109(3)

Change 21 Election to use appropriate non-ship pool: section 129
Change 22 Deferral of balancing charge on ship�limit on amount deferred: section 

138(1)(a)
Change 23 Amounts deferred as a result of disposal events occurring at the same time 



These notes refer to the Capital Allowances Act 2001 (c.2)
which received Royal Assent on 22nd March 2001

ii

as relevant disposal event: section 141(2)
Change 24 Notices given by successors to shipowner�s qualifying activity: section 

155(2)(b)
Change 25 Pre-trading expenditure on mineral exploration and access: section 

161(4)(a)
Change 26 Adjustment of second part of section 51(1) of CAA 1990: section 172
Change 27 Section 25(6) of CAA 1990: section 229
Change 28 Additional VAT liabilities, first-year allowances and change of 

circumstances: section 237
Change 29 Limit on disposal value where additional VAT rebate made: section 239
Change 30 Property treated as sold to person succeeding to qualifying activity: 

section 265(3)
Change 31 Effect of election for continuity on succession to qualifying activity: 

section 267(2)(a) and (3)
Change 32 Buildings used by more than one licensee: section 278
Change 33 Roads on industrial estates etc.: section 284
Change 34 Acquisition of interest as a result of incurring expenditure on construction: 

sections 287 and 496
Change 35 Commercial buildings in enterprise zones: section 305(1)
Change 36 Miscellaneous changes consequential on Change 35: sections 306(4), 

352(2) and 354(6)
Change 37 Withdrawal of initial allowances: section 307(4)
Change 38 Claim for reduction in amount of allowances: sections 309(2), 372(3), 

418(6), 441(3), 458(4), 472(4), 487(6) and 507(2)
Change 39 Writing off research and development allowances for IBA purposes: 

sections 335(1), 441(1) and 442
Change 40 Just and reasonable apportionment: sections 356(1), 369(4) and (5), 

370(3), 384(1), 412(2), 438(5), 439(4), 440(3), 485(2), 530(1) and 562(3)
Change 41 Agricultural buildings: section 361(1)(a)
Change 42 New lease of whole or part of agricultural land: section 368(2) and (3)
Change 43 Capital sum paid for relevant interest before first use of agricultural 

building: section 370(1)(d)
Change 44 �Ceases to exist as such� and �ceases altogether to be used�: sections 

381(2)(c) and 383, Table, item 4
Change 45 Calculation of residue of qualifying expenditure: section 386
Change 46 Overall limit on balancing charge: section 387
Change 47 The condition that, for mineral extraction allowances, expenditure must be 

incurred for the purposes of a mineral extraction trade: sections 400, 403, 
407, 408, 409, 414 and 415

Change 48 �Existing permitted development� in the case of land outside the UK: 
sections 404(5)(b), 422(4)(b) and 424(5)(b)

Change 49 Research and development allowances: limiting balancing charges by 
reference to unclaimed allowance: sections 442(3) and (4) and 449

Change 50 Disposal value for asset representing allowable research and development 
expenditure: section 443, Table, items 1 and 2



These notes refer to the Capital Allowances Act 2001 (c.2)
which received Royal Assent on 22nd March 2001

iii

Change 51 Chargeable period for which a disposal value is to be brought into account 
for research and development allowances: section 444(3)(a) and (4)

Change 52 Research and development allowances and pre-trading demolition costs: 
section 445(1)

Change 53 Pre-trading additional VAT rebates in respect of allowable research and 
development expenditure: section 448(5)

Change 54 Allocation of expenditure to know-how and patent pools: sections 460 and 
474

Change 55 Only capital sums to be included in proceeds of sale: sections 462(2) and 
476(3)

Change 56 Final chargeable period for non-trade patent pool: section 471(6)
Change 57 Preliminary dredging expenditure: section 486(1)
Change 58 Contributions to research and development expenditure: sections 535 and 

536
Change 59 Contributions, Part 2 and the meaning of �trade�: sections 536(5) and 

537(4)
Change 60 Single asset pools for contributions to expenditure on plant and 

machinery: section 538(3)
Change 61 Omission of section 434E(1)(b) of ICTA: section 545(1) and (2)
Change 62 Permanent discontinuance etc. of a property business: sections 558(5), 

559(5) and 577(2)(b)
Change 63 Procedure for determination of questions affecting tax liability of two or 

more persons and section 152B(8) of CAA 1990: section 564(4)
Change 64 The Inland Revenue and tax inspectors: section 576(1)
Change 65 Claims for postponed first-year allowances in respect of ships: paragraph 

1 of Schedule 2
Change 66 Reduced writing-down allowance for patent allowances on pre-1st April 

1986 expenditure: paragraph 98(3) of Schedule 3

ANNEX 2

Note 1 The rule that capital allowances have to be claimed: section 3(1)
Note 2 Claims made outside company tax returns: section 3(5)
Note 3 Determining when capital expenditure is incurred by reference to an 

unconditional obligation to pay: section 5
Note 4 Meaning of period of account: section 6(2)(b)
Note 5 Coinciding periods of account: section 6(4)
Note 6 Exclusion of double relief (patent and know-how allowances): sections 

7(2) and 8(5)
Note 7 Ownership and belonging: section 11(4)(b) etc.
Note 8 Management of an investment company: sections 15(1)(g) and 18(1)
Note 9 Special leasing of plant or machinery: section 19
Note 10 Wording referring to section 10 of the Fire Precautions Act 1971: section 



These notes refer to the Capital Allowances Act 2001 (c.2)
which received Royal Assent on 22nd March 2001

iv

29(4)
Note 11 Personal security and �relevant qualifying activity�: section 33(1)(b), 

(2)(a) and (8)
Note 12 Expenditure on plant or machinery for use in dwelling-houses: section 

35(3)
Note 13 �Wear and tear� and �depreciation�: section 37 and Chapter 16 of Part 2
Note 14 Change in the nature of a trade or business: section 46(2), general 

exclusion 7
Note 15 Claim for first-year allowance in respect of part of expenditure: section 

52(4)
Note 16 No unrelieved qualifying expenditure to be carried forward from final 

chargeable period: section 59(3)
Note 17 Disposal value in the case of certain sales: sections 61, Table, item 2 and 

423, Table, item 2
Note 18 Meaning of �relevant qualifying activity� in connection with gifts to 

charities, etc.: section 63(3)
Note 19 Contribution to car above the cost threshold: section 76(3) and (4)
Note 20 Final chargeable period and the single asset pool for a car above the cost 

threshold: section 77(1)
Note 21 Calculation of unrelieved qualifying expenditure for single asset pool for 

car above cost threshold: sections 77(4) and 78(3)
Note 22 Long-life asset pool, overseas leasing pool and special leasing: sections 

101(2), 102(2), 107(2) and 109(3)
Note 23 Application of 6% and 10% rates to contributor�s single asset pool: 

sections 102(2) and 109(3)
Note 24 The notional written-down value: sections 104(3), 197(3) and 222(3)
Note 25 Letting an aircraft on charter: section 105(1)(a)
Note 26 �Profits chargeable to tax�: section 105(3)
Note 27 Recovery mechanism where allowances prohibited: section 114(2)(b)
Note 28 Joint lessees and overseas leasing: omission of section 43(5) of CAA 1990 

from section 116
Note 29 Recovery of allowances in case of joint lessees�addition of words in 

section 117(1)
Note 30 The appropriate non-ship pool: section 127(3)
Note 31 Election to use appropriate non-ship pool�effect of election: section 

129(1)
Note 32 Election to use appropriate non-ship pool�time at which election has 

effect: section 129(1)
Note 33 Election to use appropriate non-ship pool�chargeable period for which 

election has effect: section 129(1)
Note 34 Effect of postponement of allowances in respect of ships: section 

131(1)(b)
Note 35 Effect of disposal events in relation to single ship pool: section 132(2)
Note 36 Expenditure incurred by successors to shipowner�s qualifying activity: 

section 155(2)(a)
Note 37 Effect of section 53(1A) of CAA 1990: section 177(3)



These notes refer to the Capital Allowances Act 2001 (c.2)
which received Royal Assent on 22nd March 2001

v

Note 38 Reduction of allowances and pooling rules: sections 205(3), 207(4), 
210(2) and 212(3)

Note 39 Meaning of �finance lease�: section 219(1) and (2)
Note 40 Giving effect to allowances and charges for income tax purposes�special 

leasing: section 258
Note 41 Giving effect to allowances and charges for employees and office holders: 

section 262
Note 42 �Within the charge to tax� and �within the charge to tax in the United 

Kingdom�: sections 266(1)(b), 339(1)(b) and (2) and 382(5)
Note 43 Election for continuity on succession to qualifying activity: section 266(2) 

and (4)
Note 44 Preparation of sites for plant or machinery: section 273(2)(a)
Note 45 Omission of reference to a trade carried on in a mill, factory or other 

similar premises: section 274, Table A
Note 46 Omission of reference to aquifers and hot dry rocks: sections 274, Table 

A, item 7, 394(3) and 452(3)(a) (�mineral deposits�)
Note 47 Giving effect to industrial buildings allowances: section 353(2) to (4)
Note 48 Land in the UK occupied for the purposes of husbandry: section 361(1)(b)
Note 49 Apportionment between different parts of related agricultural land: section 

371
Note 50 Expenditure which is treated as qualifying expenditure on mineral 

exploration and access: section 395(1)(c)
Note 51 Pre-trading expenditure: sections 400(4) and 434(2)
Note 52 Acquisition of mineral asset owned by previous trader and omission of 

section 115(2)(b) of CAA 1990: section 407
Note 53 Expenditure on research and development: treatment of dwellings: section 

438
Note 54 Research and development allowances: treatment of land: section 440
Note 55 Research and development allowances: allowances and charges instead of 

deductions and trading receipts: sections 441, 442 and 450
Note 56 Chargeable period for which research and development allowances on 

pre-trading expenditure are available: sections 441(2) and 447(3)
Note 57 Research and development disposal value arising for chargeable period 

rather than at particular time: section 444
Note 58 Accrual of post-trading additional VAT rebates for allowable research and 

development expenditure: sections 448(4) and (5) and 549
Note 59 Same expenditure not to qualify in relation to more than one trade: 

sections 454(2) and 468(2)
Note 60 No unrelieved qualifying expenditure to be carried forward from final 

chargeable period: sections 461(3) and 475(3)
Note 61 Giving effect to know-how allowances and patent allowances in respect of 

a trade: sections 463 and 478
Note 62 Second half of section 532(1) of ICTA and giving effect to non-trade 

patent allowances: sections 479 and 480 and Schedule 2, paragraphs 49 
and 62

Note 63 Giving effect to non-trade patent allowances: section 479



These notes refer to the Capital Allowances Act 2001 (c.2)
which received Royal Assent on 22nd March 2001

vi

Note 64 Writing-down and balancing allowances for dredging: sections 487(7) and 
488

Note 65 Reference to sections 85 to 90 in section 91(1)(a) of CAA 1990: sections 
502 and 503

Note 66 Calculation of allowance after sale of relevant interest: section 509(2) 
(definition of �B�)

Note 67 Giving effect to assured tenancy allowances: section 529
Note 68 Contributions for purposes of tenant�s trade: sections 538(1) and 541(1)
Note 69 Management of life assurance business: section 544(4)
Note 70 Time when additional VAT rebates �accrue�: section 549, Table, column 

3, item 1
Note 71 Disposal of oil licences relating to undeveloped areas: meaning of 

�material disposal�: section 553(3)
Note 72 Omission of section 150(5)(a) of CAA 1990: section 562(5)
Note 73 Omission of section 157(3) of CAA 1990: sections 567 to 570
Note 74 Section 161(3) of CAA 1990: section 577 (and sections 27(1) and 468(1) 

and paragraph 94(2) of Schedule 3)
Note 75 Amendment of sections 117, 118 and 393A of ICTA and paragraph 2 of 

Schedule 2 to the Social Security Contributions and Benefits 1992: 
Schedule 2, paragraphs 22, 23, 32, 75 and 76)

Note 76 �Relevant period� in new section 40B(2) of F(No.2)A 1992: Schedule 2, 
paragraph 82

Note 77 Provisions re-phasing expenditure incurred before 1st April 1987, etc. not 
reproduced in Schedule 3

Note 78 Tunnel undertakings: section 18(11) of CAA 1990 not reproduced in 
Schedule 3


